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SEC. 6. STATE PAYMENTS TO SERVICE MEMBERS
TREATED AS QUALIFIED MILITARY
BENEFITS.

(a) IN GENERAL.—Section 134(b) (defining
qualified military benefit) is amended by
adding at the end the following new para-
graph:

‘“(6) CERTAIN STATE PAYMENTS.—The term
‘qualified military benefit’® includes any
bonus payment by a State or political sub-
division thereof to any member or former
member of the uniformed services of the
United States or any dependent of such
member only by reason of such member’s
service in an combat zone (as defined in sec-
tion 112(c)(2), determined without regard to
the parenthetical).”.

(b) EFFECTIVE DATE.—The amendment
made by this section shall apply to payments
made before, on, or after the date of the en-
actment of this Act.

SEC. 7. PERMANENT EXTENSION OF DISCLOSURE
AUTHORITY TO DEPARTMENT OF
VETERANS AFFAIRS.

Section 6103(1)(7)(D) (relating to program
to which rule applies) is amended by striking
the last sentence.

SEC. 8. THREE-YEAR EXTENSION OF QUALIFIED
MORTGAGE BOND PROGRAM RULES
FOR VETERANS.

Section 143(d)(2)(D) (relating to exception)
is amended by striking ‘‘January 1, 2008’ and
inserting ‘“‘January 1, 2011°".

SEC. 9. PERMANENT EXCLUSION OF GAIN FROM
SALE OF A PRINCIPAL RESIDENCE
BY CERTAIN EMPLOYEES OF THE IN-
TELLIGENCE COMMUNITY.

(a) IN GENERAL.—Section 417(e) of division
A of the Tax Relief and Health Care Act of
2006 is amended by striking ‘‘and before Jan-
uary 1, 2011’

(b) DUTY STATION MAY BE OUTSIDE UNITED
STATES.—

(1) IN GENERAL.—Section 121(d)(9)(C) (defin-
ing qualified official extended duty) is
amended by striking clause (vi).

(2) EFFECTIVE DATE.—The amendment
made by this subsection shall apply to sales
or exchanges after the date of the enactment
of this Act.

SEC. 10. CONTRIBUTIONS OF MILITARY DEATH
GRATUITIES TO ROTH IRAS.

(a) PROVISION IN EFFECT BEFORE PENSION
PROTECTION AcCT.—Subsection (e) of section
408A (relating to qualified rollover contribu-
tion), as in effect before the amendments
made by section 824 of the Pension Protec-
tion Act of 2006, is amended to read as fol-
lows:

‘“(e) QUALIFIED ROLLOVER CONTRIBUTION.—
For purposes of this section—

‘(1) IN GENERAL.—The term ‘qualified roll-
over contribution” means a rollover con-
tribution to a Roth IRA from another such
account, or from an individual retirement
plan, but only if such rollover contribution
meets the requirements of section 408(d)(3).
Such term includes a rollover contribution
described in section 402A(c)(3)(A). For pur-
poses of section 408(d)(3)(B), there shall be
disregarded any qualified rollover contribu-
tion from an individual retirement plan
(other than a Roth IRA) to a Roth IRA.

¢“(2) MILITARY DEATH GRATUITY.—

‘“(A) IN GENERAL.—The term ‘qualified roll-
over contribution’ includes a contribution to
a Roth IRA maintained for the benefit of an
individual to the extent that such contribu-
tion does not exceed the amount received by
such individual under section 1477 of title 10,
United States Code, or under section 1967 of
title 38 of such Code, if such contribution is
made not later than 1 year after the day on
which such individual receives such amount.

“(B) ANNUAL LIMIT ON NUMBER OF ROLL-
OVERS NOT TO APPLY.—Section 408(d)(3)(B)
shall not apply with respect to amounts
treated as a rollover by the subparagraph
(A).
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“(C) APPLICATION OF SECTION 72.—For pur-
poses of applying section 72 in the case of a
distribution which is not a qualified distribu-
tion, the amount treated as a rollover by
reason of subparagraph (A) shall be treated
as investment in the contract.”.

(b) PROVISION IN EFFECT AFTER PENSION
PROTECTION AcCT.—Subsection (e) of section
408A, as in effect after the amendments made
by section 824 of the Pension Protection Act
of 2006, is amended to read as follows:

‘“(e) QUALIFIED ROLLOVER CONTRIBUTION.—
For purposes of this section—

‘(1) IN GENERAL.—The term ‘qualified roll-
over contribution’ means a rollover con-
tribution—

‘““(A) to a Roth IRA from another such ac-
count,

‘(B) from an eligible retirement plan, but
only if—

‘(i) in the case of an individual retirement
plan, such rollover contribution meets the
requirements of section 408(d)(3), and

‘“(ii) in the case of any eligible retirement
plan (as defined in section 402(c)(8)(B) other
than clauses (i) and (ii) thereof), such roll-
over contribution meets the requirements of
section 402(c), 403(b)(8), or 457(e)(16), as appli-
cable.

For purposes of section 408(d)(3)(B), there

shall be disregarded any qualified rollover

contribution from an individual retirement

plan (other than a Roth IRA) to a Roth IRA.
¢“(2) MILITARY DEATH GRATUITY.—

‘“(A) IN GENERAL.—The term ‘qualified roll-
over contribution’ includes a contribution to
a Roth IRA maintained for the benefit of an
individual to the extent that such contribu-
tion does not exceed the amount received by
such individual under section 1477 of title 10,
United States Code, or under section 1967 of
title 38 of such Code, if such contribution is
made not later than 1 year after the day on
which such individual receives such amount.

“(B) ANNUAL LIMIT ON NUMBER OF ROLL-
OVERS NOT TO APPLY.—Section 408(d)(3)(B)
shall not apply with respect to amounts
treated as a rollover by the subparagraph
(A).

¢(C) APPLICATION OF SECTION 72.—For pur-
poses of applying section 72 in the case of a
distribution which is not a qualified distribu-
tion, the amount treated as a rollover by
reason of subparagraph (A) shall be treated
as investment in the contract.”.

(¢) EFFECTIVE DATES.—

(1) IN GENERAL.—Except as provided by
paragraphs (2) and (3), the amendments made
by this section shall apply with respect to
deaths from injuries occurring on or after
the date of the enactment of this Act.

(2) APPLICATION OF AMENDMENTS TO DEATHS
FROM INJURIES OCCURRING ON OR AFTER OCTO-
BER 7, 2001, AND BEFORE ENACTMENT.—The
amendments made by this section shall
apply to any contribution made pursuant to
section 408A(e)(2) of the Internal Revenue
Code of 1986, as amended by this Act, with re-
spect to amounts received under section 1477
of title 10, United States Code, or under sec-
tion 1967 of title 38 of such Code, for deaths
from injuries occurring on or after October 7,
2001, and before the date of the enactment of
this Act if such contribution is made not
later than 1 year after the date of the enact-
ment of this Act.

(3) PENSION PROTECTION ACT CHANGES.—Sec-
tion 408A(e)(1) of the Internal Revenue Code
of 1986 (as in effect after the amendments
made by subsection (b)) shall apply to tax-
able years beginning after December 31, 2007.
SEC. 11. CREDIT FOR EMPLOYER DIFFERENTIAL

WAGE PAYMENTS TO EMPLOYEES
WHO ARE ACTIVE DUTY MEMBERS
OF THE UNIFORMED SERVICES.

(a) IN GENERAL.—Subpart D of part IV of
subchapter A of chapter 1 (relating to busi-
ness credits) is amended by adding at the end
the following new section:
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“SEC. 450. EMPLOYER WAGE CREDIT FOR EM-
PLOYEES WHO ARE ACTIVE DUTY
MEMBERS OF THE UNIFORMED
SERVICES.

‘‘(a) GENERAL RULE.—For purposes of sec-
tion 38, in the case of an eligible small busi-
ness employer, the differential wage pay-
ment credit for any taxable year is an
amount equal to 20 percent of the sum of the
eligible differential wage payments for each
of the qualified employees of the taxpayer
during such taxable year.

‘“(b) DEFINITIONS.—For purposes of this sec-
tion—

‘(1) ELIGIBLE DIFFERENTIAL WAGE PAY-
MENTS.—The term ‘eligible differential wage
payments’ means, with respect to each quali-
fied employee, so much of the differential
wage payments (as defined in section
3401(h)(2)) paid to such employee for the tax-
able year as does not exceed $20,000.

‘(2) QUALIFIED EMPLOYEE.—The term
‘qualified employee’ means a person who has
been an employee of the taxpayer for the 91-
day period immediately preceding the period
for which any differential wage payment is
made.

*“(3) ELIGIBLE SMALL BUSINESS EMPLOYER.—

‘“(A) IN GENERAL.—The term ‘eligible small
business employer’ means, with respect to
any taxable year, any employer which—

‘(i) employed an average of less that 50
employees on business days during such tax-
able year, and

‘“(ii) under a written plan of the employer,
provides eligible differential wage payments
to every qualified employee of the employer.

‘“(B) CONTROLLED GROUPS.—For purposes of
subparagraph (A), all persons treated as a
single employer under subsection (b), (c),
(m), or (o) of section 414 shall be treated as
a single employer.

““(c) COORDINATION WITH OTHER CREDITS.—
The amount of credit otherwise allowable
under this chapter with respect to compensa-
tion paid to any employee shall be reduced
by the credit determined under this section
with respect to such employee.

‘(d) DISALLOWANCE FOR FAILURE TO COM-
PLY WITH EMPLOYMENT OR REEMPLOYMENT
RIGHTS OF MEMBERS OF THE RESERVE COMPO-
NENTS OF THE ARMED FORCES OF THE UNITED
STATES.—No credit shall be allowed under
subsection (a) to a taxpayer for—

‘(1) any taxable year, beginning after the
date of the enactment of this section, in
which the taxpayer is under a final order,
judgment, or other process issued or required
by a district court of the United States
under section 4323 of title 38 of the United
States Code with respect to a violation of
chapter 43 of such title, and

“(2) the 2 succeeding taxable years.

‘‘(e) CERTAIN RULES TO ApPpPLY.—For pur-
poses of this section, rules similar to the
rules of subsections (c¢), (d), and (e) of section
52 shall apply.

“(f) TERMINATION.—This section shall not
apply to any payments made after December
31, 2009.”".

(b) CREDIT TREATED AS PART OF GENERAL
BUSINESS CREDIT.—Section 38(b) (relating to
general business credit) is amended by strik-
ing ‘“‘plus” at the end of paragraph (30), by
striking the period at the end of paragraph
(31) and inserting ‘‘, plus’’, and by adding at
the end of following new paragraph:

‘(32) the differential wage payment credit
determined under section 450(a).”’.

(¢) NO DEDUCTION FOR COMPENSATION
TAKEN INTO ACCOUNT FOR CREDIT.—Section
280C(a) (relating to rule for employment
credits) is amended by inserting 450(a),”
after “‘45A(a),”.

(d) CLERICAL AMENDMENT.—The table of
sections for subpart D of part IV of sub-
chapter A of chapter 1 is amended by adding
at the end the following new item:



